COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-3873

PHONE: (213) 974-8301 FAX: (213) 626-5427

WENDY L. WATANABE
AUDITOR-CONTROLLER

September 4, 2013

TO: Supervisor Mark Ridley-Thomas, Chairman
Supervisor Gloria Molina
Supervisor Zev Yaroslavsky
Supervisor Don Knabe
Supervisor Michael D. Antonovich

FROM: Wendy L. Watare(a/bej ; M
Auditor-Controll % ¢ w

SUBJECT:  AUDIT OF THE LOS ANGELES COUNTY FLOOD CONTROL DISTRICT FOR
THE YEAR ENDED JUNE 30, 2012

Attached is the audit report on the financial statements of the Los Angeles County Flood Control
District (District) for the fiscal year ended June 30, 2012, (Attachment |). The audit was
conducted by an independent Certified Public Accounting firm, Moss, Levy & Hartzheim, LLP
(Moss), under the Auditor-Controller’s master agreement for audit services. Moss’ management
report and auditor's communication letter (management report) is also attached (Attachment II).

Moss report on the financial statements indicates that they present fairly, in all material
respects, the financial position of the District, in conformity with accounting principles generally
accepted in the United States of America. Moss’ management report did not identify any
deficiencies in internal control over financial reporting that they consider to be material
weaknesses.

Please call me if you have any questions, or your staff may call Robert Smythe at (213) 253-
0101.

WLW:RS:MP
Attachments
c: William T Fujioka, Chief Executive Officer
Gail Farber, Director, Department of Public Works

Public Information Office
Audit Committee
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December 18, 2012

To the Honorable Board of Supervisors
County of Los Angeles, California

In planning and performing our audit of the financial statements of Los Angeles County Flood Control
District (District), a component unit of the County of Los Angeles, California, as of and for the fiscal year
ended June 30, 2012, in accordance with auditing standards generally accepted in the United States of
America, we considered the District’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency or combination of
deficiencies in internal control, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses and therefore, there can be no assurance that all such deficiencies have been
identified. In addition, because of inherent limitations in internal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be detected by
such controls. We did not identify any deficiencies in internal control that we consider to be material
weaknesses.

Having completed the annual audit of the District’s records for the fiscal year ended June 30, 2012, we
are pleased to report that there are no observations, recommendations, or suggestions at this time.



We have also included a letter to you, as required by professional auditing standards, which summaries all
communications with the governing body. We would like to thank the District’s management and staff for
the courtesy and cooperation extended to us during the course of our engagement. The accompanying
communications is intended solely for the information and use of the County of Los Angeles Board of
Supervisors and management of the Los Angeles County Flood Control District and is not intended to be
and should not be used by anyone other than these specified parties.

Very truly yours,
Hpor, Ky V Mhalf o

MOSS, LEVY & HARTZHEIM, LLP
Culver City, CA
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December 18, 2012

To the Honorable Board of Supervisors
County of Los Angeles, California

We have audited the financial statements of the Los Angeles County Flood Control District (District), a
component unit of the County of Los Angeles, California, for the fiscal year ended June 30, 2012, and
have issued our report thereon dated December 18, 2012. Professional standards require that we provide
you with the information about our responsibilities under auditing standards generally accepted in the
United States of America, as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our letter to you dated November 30, 2012.
Professional standards also require that we communicate to you the following information related to our
audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in Note 1 to the basic financial statements. As
discussed in Note 1 of the notes to the basic financial statements, effective July 1, 2011, the District
adopted Governmental Accounting Standards Board (GASB) Statement No. 64, Derivative Instruments:
Application of Hedge Accounting Termination Provisions. The implementation of GASB No. 64 had no
effect on the financial statements. All significant transactions have been recognized in the financial
statements in the proper period.

We noted no transactions entered into by the District during the fiscal year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimates affecting the financial statements were
the claims liability and the estimated historical costs and useful lives of capital assets. Management’s
estimate of the claims liability is based on estimates from the District’s legal department, while the
estimated historical costs and useful lives of capital assets are based on historical data and industry
guidelines. We evaluated the key factors and assumptions used to develop the estimates above in
determining that they are reasonable in relation to the financial statements taken as a whole.



Difficulties Encountered in Performing the Audit
We encountered no difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are trivial, and communicate them to the appropriate level of management.
We noted no such misstatements during our audit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated December 18, 2012.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the District’s financial statements or a determination of the type
of auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the District’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Information in Documents Containing Audited Financial Statements

With respect to the supplementary information accompanying the financial statements, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with accounting principles generally accepted in the United
States of America, the method of preparing it has not changed from the prior period, and information is
appropriate and complete in relation to our audit of the financial statements. We compared and reconciled
the supplementary information to the underlying accounting records used to prepare the financial
statements or to the financial statements themselves.



This report is intended solely for the information and use of the County of Los Angeles Board of
Supervisors and management of the Los Angeles County Flood Control District and is not intended to be
and should not be used by anyone other than these specified parties.

Very truly yours,
Hpeet, Xewsg V phalp v’

MOSS, LEVY & HARTZHEIM, LLP
Culver City, CA
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
In Accordance with Government Auditing Standards

To the Honorable Board of Supervisors
County of Los Angeles, California

We have audited the financial statements of the Los Angeles County Flood Control District (District) as
of and for the fiscal year ended June 30, 2012, and have issued our report thereon dated December 18,
2012. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the Los Angeles County Flood Control District is responsible for establishing and
maintaining effective internal control over financial reporting. In planning and performing our audit, we
considered the District’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the District’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over
financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the District’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the County of Los Angeles Board of
Supervisors and management of the Los Angeles County Flood Control District, and others within the
entity and is not intended to be and should not be used by anyone other than these specified parties.

AJrer, x“} VMM

Moss, Levy & Hartzheim, LLP
Culver City, California



CURRENT YEAR RECOMMENDATIONS

No findings noted in the current fiscal year.



STATUS OF PRIOR YEAR RECOMMENDATIONS

No findings noted in the prior year.
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